The island of Taiwan has successfully managed sixty years of fast-paced economic growth. Taiwan is a demonstrably resilient player in the global economy, while also maintaining high levels of income equality. However, there is a great deal of uncertainty surrounding whether the factors that have enabled and sustained the Taiwanese development project thus far will be an adequate means of managing the contemporary challenges facing the island. Taiwan may be becoming increasingly vulnerable to global economic conditions, and the island's future seems also to be increasingly tied to developments in the Chinese mainland. This paper examines the prospects for a continuing Taiwanese growth paradigm from both a cultural and an economic perspective and finds reason for optimism. This optimism is contingent on the strength of international export markets and prudent management of cross-Strait relations with the Chinese mainland.
Introduction
Taiwan has defied the norms of conventional development paths through the maintenance of a highly egalitarian social structure and high levels of income equality throughout its development, even while under authoritarian rule. Contemporary Taiwan exports nearly four times the value of goods and services per capita than the United States [33, 34] . Few countries can demonstrate comparably high levels of economic success while simultaneously enjoying one of the lowest unemployment rates in the world.
The small, mountainous island of Taiwan lies some 160 kilometres off the coast of Mainland China's Fujian province. Subject to the destructive power of numerous natural hazards such as earthquakes and typhoons, the island's 36,000 square kilometres of land nevertheless boasts 40,000 kilometres of paved roads [34] . This island of 23 million people has endured a long history of colonization by foreign powers, yet it has subsequently managed to achieve high levels of prosperity and to build a highly developed industrial society. Many other formerly colonized economies, such as those in Sub-Saharan Africa, have experienced economic difficulties since the exodus of their colonial overlords and remain comparatively stagnant. In the case of Taiwan however, the infrastructure constructed during the occupation by Japanese Imperial forces constituted the preliminary launching point for Taiwan's rapid modernization and development [8: 27] . Over a fifty year period, Japanese management "primed" the economy for further economic growth. The enabling effect of these infrastructural upgrades on economic growth was further assisted by large quantities of both financial 1 and military assistance provided by the United States between 1951 and 1964 [14: 18] . The combination of significant infrastructure projects completed under Japanese rule and the influx of large but temporary financial aid from the US provided the initial conditions for jumpstarting Taiwan's economic growth. The KMT's (Kuomintang) successful transfer of Chinese gold reserves to Taiwan in 1949 may have also had significant positive effects for the island's early economic stability and development. 2 Taiwan has also succeeded in throwing off its entrenched dictatorship, having finalized the transition to democracy by freely electing its president in 1996 [21: 97] . Perhaps most surprisingly, Taiwan accomplished the last thirty years of its political and economic development under conditions of formal diplomatic isolation from the rest of the world. These occurrences together beg the question of how Taiwan was able to overcome the challenges to its development and achieve more 1 American economic aid to Taiwan over the period 1951 to 1964 was recorded at roughly US$ 1.5billion. 2 Watch China Times news article (2011, 4 April) 'Nationalist gold stabilized Taiwan after civil war' than sixty years of solid growth. More importantly, identifying the probable sources of resilience to seemingly negative economic influences of the past may serve as a guide in assessing whether
Taiwan's development inertia is likely to be sustained in the face of present day challenges.
In this paper, we examine the position that Taiwan occupies in the international milieu through an historical examination of Taiwan's development characteristics over the period . As a starting premise, we contend that Taiwan deserves much more attention than it is currently accorded in the international community. As the world's 4 th largest holder of foreign exchange reserves and the world's 17 th largest exporter despite being confined to a small geographic domain,
Taiwan is an economic powerhouse and has been so for decades [34] . A pertinent question to address then is how the tiny island of Taiwan achieved its disproportionately prominent economic standing.
The purpose of this paper is twofold. The primary aim is to identify the likely set of economic, and cultural factors that have significantly contributed to Taiwan's successful development. The identification of salient factors that affect development may provide a rough but informative set of potential guidelines for development practitioners elsewhere. The second objective is to provide a reasonable assessment of the most pressing contemporary challenges facing the island and outline some of the difficulties that these challenges may pose to future development. The broad structure of the paper is as follows: First, we identify key structural features of the Taiwanese economy and society and argue that these features have allowed for considerable flexibility to changing economic and socio-political conditions. We divide these features into two broad categories; the first addresses cultural factors and the second considers economic variables. Second, we provide historical evidence of Taiwan's successful adaptation to several disruptive macroeconomic events.
We then present some of the key economic and cultural challenges facing contemporary Taiwan, and provide an assessment of the economic implications of these challenges on future growth. We argue that there is a case for cautious optimism for continued high growth, but this prediction is contingent on a number of important factors. The final section provides concluding remarks.
Adaptability
One of the key characteristics of Taiwanese development has been the ability to change rapidly and successfully adapt to new economic and political conditions. While this characteristic may be a common element of many other successful development stories, the particular combination of policy factors and economic structures that enabled Taiwan to carry out various adaptations was unique, highly successful, and continuous over the course of a sixty year period. We identify five elements that were basic to Taiwanese success during the latter part of the twentieth century: the Confucianderived preferences for hard work, accumulation, and social harmony, the high proportion of small and medium-sized enterprises (SMEs) in the economy, and the focus on export-oriented growth.
Confucian Foundations
Taiwan exhibits a shared cultural heritage with the Chinese mainland, as do the other economic success stories of East Asia. There are important elements of the Confucian culture that may bear explanation in regards to economic development, particularly because Confucianism "directly affects social and economic behaviour and institutional structures" [31: 134] . First and foremost, Confucian philosophy promotes a reverence for learning. In addition to Taiwan itself, the preference for education can be observed in Mainland China, Japan, South Korea, Hong Kong, and Singapore [24: 91]. Second, a focused work ethic pervades the Confucian ethos, and in general this emphasis on hard work also characterizes the countries of East Asia [14: 131-132 ]. An emphasis on social harmony is a third element common to Confucian societies and is likely to affect development characteristics of these societies, particularly with respect to equality [24: 91] . A key underlying assumption of this paper is that the influence of Confucian culture, with specific regards to education, hard work and social harmony has been particularly advantageous in achieving Taiwan's economic "miracle". Hence, in addition to statistical data on economic variables, cultural influences on the economy will be explored. As Taiwan and the other East Asian economies are now integrated into the global economy and thus subject to the myriad political and cultural pressures therein, it is also worthwhile to examine the extent to which Confucian values still dominate the societal landscape and whether they continue to have explanatory power in the continuing success of these economies. Taiwan's productivity, it appears at least intuitively acceptable that a collective societal predisposition towards hard work would bear positively on development efforts.
Capital Accumulation
In Taiwan, the Confucian-derived cultural preference for capital accumulation can be observed in two distinct forms: the accumulation of financial or physical capital, which can be inferred from the domestic savings rate, and accumulation of human capital, which is economist jargon for education.
Much like their mainland Chinese and Japanese counterparts, the people of Taiwan seem to exhibit a cultural preference for saving, and this phenomenon can be observed in government as well as in the household sector. During the early stages of Taiwan's development project in the 1960s, significant increases in the savings rate coincided with a sharp increase in government savings, largely enabled by a decrease in government consumption [20: 24] . The high rate of savings is a hallmark of the East Asian development model and continues to characterize contemporary Taiwan.
Financing domestic capital formation through domestic savings (i.e. a high domestic savings rate)
indicates relatively low reliance on foreign capital for investment needs, and therefore provides the added benefit of a significant degree of economic insulation from international capital market volatility. The stability of investment resulting from domestic financing permits the national government to exhibit considerable autonomy in shaping the development of the economy. The memory of hyperinflation was still fresh in the minds of the ruling elite as they retreated from the Chinese mainland to the island of Taiwan in 1949, and they may have been motivated to do whatever was necessary in order to avoid vulnerability, economic or otherwise, to communist influences. Ensuring a reliable source of investment funds and thereby a strong economy through the maintenance of a high domestic savings rate may have been one way of minimizing susceptibility to such communist influence from the Mainland.
The degree to which the preference for saving has affected Taiwanese development should not be underestimated. The socio-political structure of Taiwan has traced a markedly different path than other societies, particularly with regard to inequality, and these socio-political differences have contributed to the relatively smooth development of the economy. We highlight three broad areas in which the preference for social harmony has manifested itself in Taiwan: egalitarian levels of income distribution, a sustained history of extraordinarily low levels of unemployment, and democratization. The preference for social harmony and the need for political stability were jointly satisfied through the agrarian land reforms of the 1950s which provided an initial state of relative equity between rich . Lastly, an important influence was that of Western cultures, the United States' in particular. This was the result of a natural shift in perceptions and attitudes introduced by students returning from overseas studies, but also an outcome of the U.S. struggle to promote Western understanding of democracy in Taiwan. 3 More details in James Gregor . This initial equity allowed Taiwan to largely avoid the "disparity problem" often observed in industrializing countries at the middle-income stage, where dissatisfaction caused by income inequality between agricultural and industry workers often becomes a significant source of social instability [10: 4] . Because industrialization in Taiwan was also not focused exclusively on urban areas, farmers too were able to increase their income by taking off-farm employment in less busy farm seasons. The end of the 1970s also saw a further equalization of incomes as the Taiwanese government intervened in market affairs by offering protectionist policies towards agriculture [14: 57]. Taiwan has experienced very little income inequality over the course of its rapid development.
For all income groups, average disposable income increased from 1976 to 2008, the period in which exports came to dominate the economy, indicating an increase in absolute incomes across the span of the entire working population of Taiwan [See Fig. 3 ]. The average income for the highest quintile has however increased more in absolute terms than the other groups, and the lowest quintile has experienced the least increase in income. However, when looking at relative income distribution over the same period, it seems that the percentage change is quite constant. Historical
Gini coefficient calculations for income inequality in Taiwan also indicate a similarly low but marginally rising level of income inequality 5 The outward orientation of Taiwan's main industries, which were labour-intensive industries before the 1980s, has likely contributed to somewhat higher income inequality in recent decades.
Taiwan's transition to technology-intensive industry has also led to widened income disparities between high-skilled and low-skilled workers. Similarly, the proportion of Taiwanese skilled labour, and skill-based technological change due to trade pattern changes led to an increase in relative labour demand for skilled workers and a proportionate decrease in demand for unskilled workers [16: 613] . This shift in relative labour demand may also be responsible for Taiwan's currently increasing income inequality. However, few countries of the world can boast as continuously low levels of inequality across time as Taiwan.
Another characteristic of Taiwanese development has been low unemployment. Taiwanese Relatively continuous low unemployment over time helped to minimize economic and social inequality in Taiwan, and this in turn enabled the government to allocate comparatively more resources on economic growth rather than equity issues. The relatively low unemployment experienced by both the rural and urban sectors in Taiwan over the course of its development is a unique feature that distinguishes it from virtually all other countries, developed or otherwise.
After being ruled by autocracy for decades, Taiwan successfully made the transition to democracy and held its first direct presidential election in 1996. The island thus seems to occupy a hybrid position with respect to political structure wherein autocracy is seemingly beneficial for development initially, but is better replaced with a democratic rule once the country has become sufficiently affluent. In terms of development paradigm, democracy might well be unachievable at a low stage of development as "democracy and societal development require economic affluence" [4:
x-xi]. Democratic elements such as free and fair elections are likely deprioritized among a largely unorganized population more concerned with agricultural yield or poverty alleviation. However, democratic reform may matter considerably more further along the course of development. The case of Taiwan appears to support this proposition. However, as discussed above (p. 9), in the case of Taiwan the concept of democracy may be unique due to the various influences it received from both the Confucian tradition of thought and the Western democracies. In terms of the relation between economic development and democracy, the Chinese mainland today seems successful in achieving economic development, while applying Confucianism and Communism.
The preferences for both physical and human capital accumulation, a domestically financed investment strategy, and conservative fiscal and financial orientation combined in such a way that Taiwan's dictatorship might be termed "benevolent". The term benevolent may also be an appropriate descriptor given the comparatively low levels of income inequality and unemployment experienced by the population under dictatorship. Perhaps there is something to the claim that strong autocratic rule can be a better way to achieve economic development, at least in an initial phase, than full-fledged democracy. Taiwan's experience may provide some preliminary evidence that would seem to support this claim. The tremendous economic success of the Chinese mainland stands as further evidence that authoritarian structures may be initially preferable to more democratic structures for the strict purpose of economic development, though a full discussion of this claim is beyond the scope of this paper.
As a corollary to the history of Taiwan 
Structure of Business Enterprises
Taiwan's political leadership in the 1950s, newly retreated from the Chinese mainland seems to have been aware that hyperinflation and corruption were principal candidates for its political defeat by Mainland communists. Taiwan's political leaders were loath to encourage a repetition of that scenario, and the government laid the groundwork for minimizing such a possibility through economic conservatism [8: 27] . Although the government made use of industrial policy for development purposes, it did so principally through the means of taxation rather than highly distorting targeted lending [4: 200] . Moreover, the conservative Central Bank of the Republic of China (Taiwan) set limits on the use of credit policy in the bureaucrats' state budgeting, further restraining exorbitant lending practices. Taiwanese industrial policy was characterized by an overriding fiscal and financial conservatism which was "originally designed to prevent a replay of the disastrous hyperinflation and currency crisis of 1947-48" [4: 202] . As a result, large state-industrial clusters such as South Korea's chaebol and the zaibatsu of Japan never materialized in Taiwan.
Instead, the focus on taxation and the practice of restrained lending, together with a high interest rate, created the conditions for an economic structure largely dominated by small and medium-sized enterprises (SMEs) 6 The . 6 In Taiwan, the criteria for identifying SMEs can be formulated in one of two ways. The first pertains to primary and secondary industry and requires that a given firm have either less than US$2.3 million in capital or fewer than 200 employees. The second formulation is for tertiary industry and includes the requirement of either less than US$2.9 million in preceding year revenue or fewer than 100 employees.
Similar to the statistics from the US, the UK, South Korea, and Japan, SMEs in Taiwan account for more than 95 percent of all non-agricultural businesses [6] . A more striking feature of the Taiwanese approach to SMEs is that loans in value of 25 percent of GDP are provided to them, close to double that of Singapore and nearly 5 times greater than those of the US. This high rate of loan provision indicates the high and continuing level of economic importance accorded to SMEs in Taiwan, since "the primary agent for development has always been SMEs of various sorts rather than national champions" [8: 36] . Taiwan also boasts an extensive network of SME incubation centres which foster over 1250 SMEs a year, roughly half of which are start-ups. High levels of SME loan provision are also SMEs found themselves increasingly crowded out of the export market. As a result, the SMEs were forced to re-focus on supplying the domestic market, which they did by forming partnerships with the larger exporting firms as components and materials suppliers [25] . 
Export-Oriented Growth
Beginning in the mid 1950s, Taiwan's authoritarian government began to orient its development strategy towards export-promotion of light industry. The economy was gradually and incrementally liberalized through a series of tax policy changes combined with high interest rates on bank deposits and low-cost export loans [14: 36] . In 1959 the foreign exchange system was also reformed [14: 30] .
Private actors were encouraged to establish more factories and service establishments and to direct output to markets abroad. The government's list of allowable imports was significantly expanded and tariffs were reduced. Tax schemes beneficial to exporters were introduced and favourable loans were given to further promote exports, although the financially conservative leadership in Taiwan preferred the use of tax incentives rather than targeted lending to encourage exporting activities.
These initiatives made it more profitable for businesses to sell their manufacturing goods abroad than at home, and "by the mid 1970s about two-thirds of the economy's output growth came from the expansion of exports" [14: 29] . The Taiwanese government also created export processing zones scholars to examine the contentious idea of decoupling from Western markets [11, 15] .
Resilience
Over the course of its development, Taiwanese society has demonstrated the ability to adapt to changing economic and political conditions. The land reforms of the 1950s were key elements which allowed the economy to expand and lay the foundations for a burgeoning middle class. Later reforms were equally important in sustaining Taiwan's comparatively egalitarian development trajectory. Taiwan's SMEs were also instrumental in employing the vast majority of the Taiwanese workforce while at the same time providing a flexible economic structure able to adapt quickly to changing economic conditions. Larger firms and industrial conglomerates are not as well suited to dealing with economic change quickly or efficiently. The following section outlines significant macroeconomic disruptions and the ways in which Taiwan has successfully managed them.
External Legitimacy Crisis -A Development Trigger
In 1971, the People's Republic of China (Mainland China) was admitted to the United Nations. 
Oil Crisis
In 1973, OPEC members successfully colluded on raising the international price of oil by collectively cutting production and thereby restricting supply. The substantially increased prices are widely credited with the triggering of a global energy crisis. However, Taiwan reacted quickly and pragmatically to the oil crisis, and suffered very little negative economic effects. While typical developed country governments might tend to lower interest rates during periods of economic downturn in order to induce consumption and to stimulate exports through the exchange rate mechanism, the Taiwanese Central Bank adopted a very different approach and nearly doubled the 
Asian Financial Crisis
Taiwan fared well relative to many of its Asian neighbours in the aftermath of the Asian Financial
Crisis. The extent of fluctuations in both the stock market and exchange rate were significantly smaller than those of most other Asian economies [29: 1, 30: 13] . Relatively low levels of external debt due to Taiwan's preference for domestic borrowing (similar to Japan) allowed the economy to avoid the negative Crisis-related impacts experienced by other more highly leveraged economies.
Indeed, "without relying on external funds to accumulate capital, the economy did not suffer from an outward flow of capital and the stock and foreign exchange markets did not react with panic and result in market turbulence" [12] . As a result, GDP growth fell a modest 2 percent from 6.6 to 4.6, whereas other East Asian economies suffered higher GDP losses [29: 8] . The Asian Crisis also does not seem to have had any immediate effect on Taiwanese employment.
Additionally, since Taiwan's three largest export markets during the 1990s consisted of Japan, the US and Germany, export demand was relatively insulated from shocks due to the Asian Crisis.
The US and Germany were not seriously exposed to the banking and financial issues in Asia during the 1997 crisis, and demand for Taiwanese products remained relatively high. Japan too, through its outward orientation and reliance on non-Asian markets (namely the US and Europe) for its exports in combination with its preference for domestic investment capital (in the form of domestic savings largely from the household sector) was also able to emerge relatively unscathed from the Crisis.
Taiwanese trade did temporarily suffer, but only mildly, as exports to Asian countries other than China fell, but not substantially. Total imports also suffered a mild reduction, but actually rose 
Future Challenges
Despite starting from a natural resource base that was poorer than most other developing countries, Taiwan has successfully developed and modernized its economy to near-Western levels in a relatively short period of time [14: 2] . The SME-dominated structure of the Taiwanese economy has resulted in considerable flexibility and adaptability to competitive pressures, and no shortage of 
Affluence-Induced Complacency Hypothesis
Although Taiwan has enjoyed an extensive period of successful development and has established itself as a globally competitive powerhouse, the country faces considerable future challenges in maintaining its historical rate of high growth. The number of new SME start-ups has been steadily in place to help SMEs, large enterprises retain some considerable advantages over smaller ones, particularly in the international IT market, an industry in which products are suitable for mass production and economies of scale become important. Economies of scale may pose problems to the 95 percent SME-dominated economy of Taiwan. Furthermore, as direct suppliers to larger Taiwanese companies, the SMEs are generally dependent on their larger counterparts for production orders. If market conditions deteriorate, larger firms can be expected to pass on risk to their suppliers, rather than absorb it themselves, and this adds to the volatility of SME operations and employment. Furthermore, the absolute number of SMEs has been dwindling, and perhaps as a result, Taiwan's Global Competitiveness rating has begun to slip. Some scholars conclude from these trends that "whether due to globalization, the greater affluence of the society, or other factors, the new generation of Taiwanese seems to have less appetite to strike out on their own and start a new business" [25] . The apparent dwindling of entrepreneurial drive could have decidedly negative consequences for long term growth outlooks.
The long history of scholarship in comparative political culture studies has focused, among other things, on how economic development alters the attitudes of citizens [13, 27] . A general consensus from this scholarship is that "the more developed a society is, the less emphatic the achievement orientation of its population" [27: 346] . Taiwan 
2007-2008 Global Financial Crisis
Although it is one of the smaller geographical areas of the world, Taiwan is currently the world's markets, particularly those in the West, will be able to recover to pre-Crisis levels of supply and demand. There is mounting speculation from some scholars that they may not [18] . If this is indeed the case, it could present a serious challenge to the export-oriented growth of Taiwan, as well as to other followers of the East Asian development model. Both Taiwan's growth model and the East Asian development strategy in general rely on international markets to drive their economies' export-oriented growth. Taiwan, Japan, South Korea, Singapore, and Hong Kong (SAR) have historically relied mainly on the U.S. and Europe to generate demand for their products and in so doing, allowed them to run large and expanding current account surpluses. The explosive emergence of China into the international market has resulted not only in strong competitive pressures for Taiwanese exporters, but also has increased the global supply of manufactured goods significantly. China too has relied on the US and European markets to absorb its export goods. A recent question that has been raised in response to the meteoric rise of China as a global exporter as well as in response to the Global Financial Crisis is whether or not international markets are able to continue absorbing East Asian exports [19] . It could be very problematic for
Taiwan if international markets are not able to rebound, ceteris paribus.
Historically, the United States has been treated as the so-called "importer of last resort". As the largest debtor nation in the world, the US has been a huge absorber of trade goods and has done so by running a massive current account deficit. A potential problem for Taiwan is the currently strong political pressure in the United States towards deficit reduction and deleveraging as a part of its plan to rebalance its trade deficit and mounting debt obligations. The Global Financial Crisis "spelled the end of the ability of the US to run large and rising trade deficits" [19] . In other words, the US may no longer be willing or able to provide reliable demand for East Asian production.
Outward orientation works well as a development strategy in an environment of high international demand, when "small" open economies can rely on "large" open economies to generate virtually limitless demand for products. If international demand becomes constrained however, as it has in the wake of the Global Financial Crisis, the result may be overcapacity in production which in turn can lead to falling prices and slower growth. The combination of a global demand slump, a deleveraging US, and Chinese overcapacity in production may present a new, significant and protracted challenge to Taiwan's economic growth in the coming years.
Cross-Strait Relations
In addition to the challenging economic climate resulting from the Global Financial Crisis, Taiwan is also faced with the need to continually manage the tumultuous relationship with its gigantic neighbour across the Taiwan Strait. The Taiwanese economy is well developed after more than a half century of rapid international expansion and steady growth, and its social structure has remained comparatively egalitarian 9 9 Taiwan was ranked the 13 th most egalitarian area of the world by the Legatum Prosperity Index 2010.
, even while under constant military threat from the Mainland.
Unemployment, though higher than in the past, is still relatively low compared to most countries in the world, and democracy has also taken root. Furthermore, economic ties between Taiwan and the Chinese mainland have been steadily increasing since the establishment of formal trade relations in April 1997, culminating in the conclusion of the Economic Cooperation Framework Agreement, signed in June 2010 [9: 191] . Given the constraint imposed by diplomatic isolation following the Mainland's accession to the United Nations and the further isolation experienced as a result of the "one China" policy, Taiwan has persevered and progressed remarkably well. However, while there is also evidence of marginally tighter political ties, including "the launch of regular flights between
China and Taiwan and significant increases in the numbers of Chinese tourists visiting the island" [9:
Ibid.], serious geopolitical issues remain. Mainland China's recent foreign policy focus on "territorial integrity", a core national interest that includes Taiwan Nevertheless, a closer economic relationship with the Mainland is likely to be a defining characteristic of Taiwan's future, especially when the relationship contributes to a Taiwanese growth rate of 10.47 percent, as it appears to have done in 2010 [26] . Taiwan appears to be aligning its economic future towards the Chinese mainland, but it remains to be seen whether economic cooperation will lead to other forms of cooperation.
The notion of reunification with the Chinese mainland has been one of the most contentious issues throughout Taiwan's development and "continued intimidation on the part of the Mainland has made it difficult for people at all levels of Taiwanese society to trust China's leaders" [4: 286] .
The two neighbours are still technically at war, as " Taiwan 
Concluding Remarks
Taiwan has successfully managed over sixty years of consistent growth and development, and has done so starting from an exceptionally poor natural resource base, almost total diplomatic isolation from formal international relations, and the near perpetual threat of war with Mainland China. During the early development phase, the boost acquired through the infrastructural endowment of Japanese occupation coupled with American aid helped the island economy hit the ground running, and laid the foundation for further growth. The agrarian land reforms of the 1950s created an initial state of relative equity and income equality among the population, allowing the government to pursue its development strategies relatively uninhibited by civil unrest. The overarching fiscal and monetary conservatism of the Taiwanese autocracy led to a perhaps unexpectedly dynamic economic structure composed predominantly of SMEs, a structure which would ease the economy-wide transition from import substitution-based development to export orientation, as well as the more recent transition from manufacturing towards an economy increasingly dominated by high-tech goods and services. Throughout all the phases of Taiwan's development, the Confucian preferences for hard work, social harmony, and a reverence for learning seem to have guided political elites, entrepreneurs, and households alike towards ever greater levels of material well-being while at the same time preserving social equality to a degree that any developing country would find desirable. However, it remains to be seen whether Taiwanese political and economic flexibility will be able to fully withstand the negative economic impacts of the Global Financial Crisis on international demand, particularly in a society in which hard work is increasingly taking on a secondary role to postmodern values such as enjoyment. It is also uncertain how well the Taiwanese political leadership will be able to navigate the delicate political relationship with an increasingly assertive Mainland.
Financial conservatism and a flexible economic structure are unlikely to assist in resolving the historical political issues with the Chinese mainland Furthermore, the apparent decline in the Confucian virtue of hard work may signal future difficulties in maintaining the vibrant entrepreneurship and productivity that helped drive previous phases of Taiwan's development. A high proportion of SMEs in the economy provides flexibility in adapting to changing economic conditions, but structure alone is insufficient to sustain high growth levels, especially if the numbers of SMEs are in decline.
In the short term, there is reason for considerable optimism regarding Taiwan's growth, as the factors that have been central to success thus far remain in good working order and the potential negative effects of the dangers listed above may take time to manifest themselves. Pursuing tighter economic ties with the Mainland also appears to be a growth-enhancing strategy, especially given the potential decline of Western export markets. However, as we have attempted to demonstrate in this paper, shifting values and an apparent decline in work ethic combined with a resurgent Mainland concern in regards to medium and long-term growth prospects. Irrespective of how economic conditions play out, it appears evident that the economic development of Taiwan is becoming increasingly vulnerable to the economic conditions of the global economy, while at the same time becoming even more closely tied to the economic conditions in the Chinese mainland The developed world would do well to pay more attention to the world's 4 th largest holder of foreign currency reserves, 17 th largest exporter, and 17 th largest investor as it re-orients its economy away from the West towards the Chinese mainland Total Exports Total Imports
